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PREFACE 


CHALLENGES & OPPORTUNITIES 


Expectations for appropriate business and professional accounting behavior have 
changed dramatically. Corporations now face an era of heightened accountability beyond 
shareholders to stakeholders who are intently interested in how corporations achieve their 
objectives, not just what they achieve. It is now recognized that corporate accountability has 
shifted from accountability only to shareholders to accountability to stakeholders including 
shareholders. The challenge is to make a profit ethically while respecting the interests of 
others including the environment, human rights, and contributing positively to society. 
Opportunities abound for those who face these challenges successfully. More is also 
expected of professional accountants, who are expected more than ever to serve society’s 
best interests in increasingly complex and challenging business environments. 

The era of heightened accountability has been forced by stakeholders who have rec- 
ognized that errant corporate directors and managers and professional accountants have 
failed the public interests with catastrophic and lasting impacts. There is a broad under- 
standing that the last three major negative impacts on the world economy were ethical fail- 
ures, including the following: 


E The crisis of confidence in corporate governance and credibility in reporting caused by 
the 2002 failures of Enron, Arthur Andersen, and WorldCom, leading to the crash of 
the stock market and the introduction of the Sarbanes-Oxley Act of 2002 (SOX) 


E The Subprime Lending Crisis of 2007-2009 , where greed and unethical behavior led to 
a crash of the U.S. housing market and the collapse of investment values around the 
world and the enactment of the U.S. Dodd-Frank Wall Street Reform and Consumer 
Protection Act in 2010. 


m The LIBOR rate manipulation scandal of 2012 in which the underpinning basis for 
interest rates was knowingly manipulated for the benefit of a few banks and their 
traders 


In addition, there have been many other ethical failures, such as the Madoff Ponzi 
scheme; damage to the environment and to vulnerable members of society that have 
caused serious damage to the reputations of individuals, organizations, or professionals; 
and an understanding that higher expectations were warranted and that lower levels of 
performance were to be penalized. Farsighted businesspeople and professional accountants 
took note and began to systematically search for ethics risks and manage to prevent those 
risks from damaging their reputations and their ability to reach their objectives. 

This book presents an examination of how businesspeople and professional accoun- 
tants can prepare themselves, their colleagues, and their organizations to identify import- 
ant ethics challenges and opportunities and meet the heightened performance expectations 
they face. To succeed in the future, businesspeople and professional accountants will need 
to understand the key historical developments that have given rise to these heightened 
expectations and the techniques that are available and developing to shape future perfor- 
mance. There is now absolutely no excuse for a company to make ethical errors similar to 
those made by Wells Fargo (unethical incentives), VW (cheating on emissions tests), or 
Fox News (ignoring sexual abuse). 


xiii 
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The demise of Enron, Arthur Andersen, and WorldCom triggered SOX. The subprime 
lending scandal in 2007 led to the worldwide recession that has so significantly negatively 
affected economies, jobs, and the lives of us all. These events were ethical failures that could 
have been prevented. Unchecked until too late, they subsequently galvanized reforms in the 
accountability and governance of both corporations and professional accounting that have 
influenced business and professional ethics around the world. Undoubtedly, they will con- 
tinue to bring new challenges and opportunities for directors, executives, managers, and 
professional accountants. 

The reforms in accountability and governance frameworks have recognized that cor- 
porations and professional accountants have become increasingly more broadly account- 
able than previously understood. The crisis of corporate governance and reporting credibility 
that Enron began, Arthur Andersen fostered, WorldCom capped, and SOX sought to rem- 
edy heightened the awareness that corporations and the accounting profession must have 
the support of many stakeholder groups to achieve their strategic objectives. Following 
very quickly, the subprime lending fiasco from 2007 to 2009 further exacerbated the cri- 
sis of confidence by sensitizing the public and adding to ethical awareness and generating 
higher expectations for ethical behavior in order to sustain stakeholder support. 

That support requires trust. Trust is based on the expectation that the corporation— 
really its board, executives, employees, and agents—and professional accountant will do 
the right thing and that their actions will respect the interests of the stakeholder groups. 
Earning and maintaining that trust requires changing the strategy, risk management, plan- 
ning, operations, and decision making of the corporation to take account of the interests 
and expectations of stakeholder groups in addition to shareholders. A new accountability 
framework is required that focuses on indicators of performance related to stakeholder 
expectations for both internal and external reporting. 

Governance must focus on this new, broader accountability framework in order to 
ensure that stakeholder trust objectives are met. Such a change will not happen by itself, 
and directors are in danger of not fulfilling their expectations to shareholders for risk man- 
agement and due diligence if they ignore this duty. Some directors have understood the 
value of an excellent reputation and have been including risks to reputation in their risk 
management programs. Now that the linkage among ethics, reputation, and trust is clear 
and better understood, it is vital for corporations to upgrade their accountability and gov- 
ernance frameworks to ensure continued support. Shareholders and other stakeholders 
have come to expect more than they did pre-SOX—and the bar continues to rise. 

Professional accountants can and should provide a critical facilitating element in the 
trust-oriented accountability and governance system. First, professional accountants can 
be important agents for ensuring trust. They are expected to serve in the public interest and 
must do so to preserve the trust placed in them by a society that expects them to behave as 
professionals. This expectation, which applies to professional accountants in public prac- 
tice as well as those employed by corporations, requires a rededication to their role as a 
trusted fiduciary. Second, professional accountants are well placed to understand the role 
of trust in internal control and accountability frameworks and in the governance frame- 
works that provide direction and oversight to corporate activities. Third, good professional 
accountants are expected to display a level of professional skepticism and duty that should 
enable them to recognize the red flags of potential problems and report or remediate them. 

Perhaps most important, these new governance and ethics expectations have reached 
the academic launching pads for new directors, executives, and professional accountants. 
The interest in newly created directors’ governance education programs is startling. In 
2004, the accreditation body for business schools worldwide published an Ethics Edu- 
cation Task Force Report that called for business students to be educated about (1) the 
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responsibility of business in society, (2) ethical leadership, (3) ethical decision making, and 
(4) corporate governance and ethics.' Moreover, many jurisdictions are requiring compul- 
sory ethics courses for accounting students before they are considered ready to write their 
qualifying exams for professional accounting designation. Accordingly, ethics and gover- 
nance coverage is penetrating the curricula of far more business schools than in the past— 
which bodes well for the future. 

Professional accounting bodies, stung by recent scandals, have also embraced this new 
era of ethical accountability by introducing a new international code of ethics that includes 
NOCLAR standards? that, when adopted worldwide, will fundamentally change the role 
of professional accountants. These new standards will require a professional accountant 
who discovers or suspects that his or her employer or client is not complying with laws or 
regulations to report this internally and then externally if no or insufficient action is taken. 
Because silence is not an option, there will be less chance of ethics problems staying secret. 
Consequently, it behooves companies to look for ethics risks systematically during their 
risk management programs. The new code of ethics also stresses that the primary purpose 
of professional accountants is to serve the public interest, and as a result, many professional 
accounting bodies have initiated compulsory ethics-related, professional development 
requirements for their graduates. 

Understanding these trust expectations and the interrelationship to ethics and gov- 
ernance will resolve challenges and present opportunities for directors, executives, and 
professional accountants. It will facilitate the assessment of ethics risks, the protection of 
reputation, and the development of management safeguards such as a strong culture of 
integrity. More important, it will provide the essential foundation for ensuring the support 
of stakeholders for corporations and firms in the future. 


PURPOSE OF THE BOOK 


Business & Professional Ethics for Directors, Executives & Accountants provides a com- 
prehensive background for understanding the crisis of credibility that business and the 
accounting profession now face and what can be done to restore the trust necessary for 
them to reach their strategic goals successfully. 

Business and the accounting profession are now in an era of risk management because 
numerous scandals have undermined the credibility and reputation of corporations, firms, 
directors, executives, and accountants. Businesses and professionals cannot reach their 
strategic goals optimally in the medium and longer terms unless the ethics risks causing 
these scandals are recognized, avoided, mitigated, and monitored continuously. Gover- 
nance systems must include ethical guidance, and decision making must consider the value 
systems that stakeholder groups respect; otherwise, stakeholders will not provide essential 
support because the corporate culture is unlikely to be a culture of integrity. Without a cor- 
porate culture of integrity, corporate directors and auditors cannot do their jobs effectively. 
Understanding how past scandals have led to the current era of governance and ethics risk 
management is essential so that past disasters can be avoided. 


! The Association to Advance Collegiate Schools of Business, AACSB Ethics Education Task Force Report, June 
2004, available at https://www.aacsb.edu/~/media/AACSB/Publications/research-reports/ethics-education.ashx 

? The NOCLAR standards that are included in the 2018 IESBA International Code of Ethics for Professional Accoun- 
tants are discussed in Chapter 6. Over 170 professional accounting bodies worldwide, including the AICPA, CPA 
Canada, and ICAEW, are members of the International Federation of Accountants (IFAC) and have pledged to 
harmonize their local codes to the IESBA Code in the near future. 
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Students, executives, and board members must learn how to use ethical strategies, 
make ethical decisions, and integrate the latest information on ethics, governance scandals, 
legal liability, and professional accounting and auditing issues. They must understand why 
developing an ethical corporate culture is essential to maintaining stakeholder support 
and for auditors to audit financial statements. To keep learning interesting and to under- 
score the importance of ethical issues, this edition provides more than 140 cases, including 
classic frauds, bankruptcies, loss of reputation, and unprofessional practices, that provide 
excellent opportunities for developing an understanding of soft skills, including communi- 
cations, persuasion, presentation, leadership, and a global mindset. 

The crisis of corporate reporting credibility became so severe in mid-2002 that drastic 
measures were required to restore that credibility and relieve the gridlock that froze capi- 
tal markets and dampened economies around the world. In fact, the financial disasters in 
2002 accelerated and crystallized the impact of pressures for enhanced corporate account- 
ability and a supportive governance framework that had been growing for years. As gov- 
ernance reform based on sound ethics takes hold around the world, there is an increasing 
need to understand the historical precursors involved, the responsibilities expected, and 
the techniques available for the satisfaction of those expectations. 

Telling the story of ongoing pressures for more trusted governance and of the con- 
tributions of key financial scandals is important to the development of an appropriate 
understanding of the post-SOX world for directors, executives, and accountants, and of the 
heightened ethical expectations arising from the subprime lending crisis. Ethical failures 
have cost us all dearly. In response, governance has recently incorporated the need for a 
risk management process—a process that must now be broadened to involve awareness of 
factors that can erode the support of stakeholder groups. 

The reputation of corporations is recognized as being connected with the degree to which 
stakeholders trust that corporations will do the right thing. In other words, there is now a 
concern for both what a corporation does and how it is done. At certain times in the past, 
the emphasis was so strongly on achieving profit that little attention was given to how the 
profit was earned. Now that the support of stakeholders is recognized as critical to success, 
an important second objective of the book is to provide an understanding how to create a 
corporate culture of integrity—one that builds stakeholders’ ethical expectations into cor- 
porate behavior, accountability, and governance. Extending this discussion to the new era 
for professional accountants and reviewing their potential roles is a third objective. 

Directors, executives, and accountants need to understand how to make ethical deci- 
sions they can defend to stakeholders. Codes of conduct cannot cover all situations, so 
organizational cultures need to be developed and decision processes utilized that are based 
on sound ethical decision-making frameworks. Business and Professional Ethics for Direc- 
tors, Executives & Accountants covers these topics as well as the development of an eth- 
ics risk management process, strategies for dealing with and reporting to stakeholders, and 
strategies for ensuring ethical behavior in the workplace and during the management of 
crises. 

In a nutshell, Business and Professional Ethics for Directors, Executives & Accountants 
examines the background and nature of the heightened stakeholder-accountability era of 
corporate and professional accountability and governance, and provides insights into the 
development of sound patterns of behavior on the part of directors, executives, and accoun- 
tants. Successful management of ethical risks and the development of ethical competitive 
advantages depend upon the mastery of the subjects discussed. Professional accountants 
must understand the issues covered as a foundation for the fulfillment of their role as fidu- 
ciaries and experts in accountability and governance. 
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APPLICABILITY 


Business and Professional Ethics for Directors, Executives & Accountants is intended as a 
sourcebook for directors, executives, and professional accountants on accountability and 
governance, on appropriate decision making and behavior, and on ethics risk management 
in the new era of heightened corporate accountability. Blending text, readings, and cases, it 
can be used as or for the following: 


E A stand-alone book in courses in business and/or professional ethics and/or in 
governance. 


E An adjunct to traditional strategy, governance, or accounting texts to provide access 
to interesting, real-world dilemmas. The material in the book has been used very 
successfully with MBA and Executive MBA students as well as accounting students. 


E Custom selections from the text, cases, and readings can be tailored to specific course 
requirements. 


m Independent study. 


The book has been organized into relatively freestanding chapters to facilitate custom 
publishing of a selection of chapters and/or cases. For example, material in Chapter 2 
could be used to introduce governance and provide a historical path to current thinking 
on reputational issues and stakeholder support. The history of ethics and governance 
scandals since 2001, which appears in Chapter 2, has been well used to start off Executive 
MBA programs. Similarly, directors and executives or MBA students wishing to focus on 
conflict of interests could benefit from Chapters 2, 5, and 7, plus cases from other chapters. 
Chapters 1 and 4 provide a fundamental platform for understanding current business ethics 
expectations and defensible approaches to ethical decision making for business students 
beginning their studies. Chapter 8, which covers the subprime lending fiasco, provides 
an essential understanding of the current business challenge gripping us all worldwide. 
Professional accounting students should be familiar with all chapters. 

The coverage provided is largely North American in orientation. Examples, readings, 
and cases are drawn with that perspective in mind. Basic ethical problems and principles 
are the same throughout North America since they are shaped by the same concerns, mar- 
kets, and similar institutional structures and legal strictures. Where points of difference are 
noteworthy, they are dealt with specifically. 

Increasing globalization is also recognized by the inclusion of significant worldwide 
changes introduced by the International Federation of Accountants in their revisions 
of global standards for ethical behavior of professional accountants, such as their new 
NOCLAR and Independence standards. In addition, the reimagination of professional 
accounting that is under way in the United Kingdom and Canada is covered because both 
developments respond to common drivers of change, such as the globalization of capital 
markets and major frauds that are being experienced around the world. Several cases cover- 
ing problems of large European companies and doing business abroad are included to pro- 
vide a global perspective and an understanding of how different cultures call for somewhat 
different ethical behavior. 

Because of the prominence of American capital markets and the significant impact of 
the American practices of the Big Four professional accounting firms, North American gov- 
ernance frameworks for both business and professional accountants around the world will 
serve as a benchmark for developments in other jurisdictions. In addition, domestic and 
foreign expectations for behavior will be increasingly intertwined because the practices of 
multinational corporations or firms will be increasingly scrutinized globally by stakeholders 
active in major consumer and capital markets and in regulatory arenas around the world. 
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AUTHORS’ APPROACH 


To the greatest extent possible, Business and Professional Ethics for Directors, Executives & 
Accountants focuses on the development of a practical understanding of the ethical issues 
driving recent unethical events, the resulting development of emerging accountability and 
governance frameworks, and the practical skills required to deal with them effectively. Of 
necessity, this means providing a learning experience embedded with real-life cases and 
examples. At the same time, these real-life problems are interpreted through exposure to 
classic positions and articles that have had a lasting impact on business ethics in general 
and accounting ethics in particular. The authors’ experiences as directors, executives, and 
professional accountants, plus substantial experience in the teaching of and consulting on 
business and accounting ethics, management control, and similar governance-related sub- 
jects, contribute significantly to the development of the issues and discussions offered. 


ORGANIZATION OF THE BOOK, & DIGITAL RESOURCES WEBSITE 


The book is arranged in eight chapters that include 148 cases, of which eight are new to this 

edition, as well as four readings and appendices. Additional cases, appendices, readings, 

E and material on the Enron fiasco are available with your Cengage Unlimited subscription 
p at WWW.cengage.com. 


READINGS & 

CASES APPENDICES 
Chapter 1 Ethics Expectations 22 1 
Chapter 2 Ethics & Governance Scandals 9 
Chapter 3 Ethical Behavior—Philosophers’ Contributions 
Chapter 4 Practical Ethical Decision Making 
Chapter 5 Corporate Ethical Governance & Accountability 29 1 
Chapter 6 Professional Accounting in the Public Interest 39 
Chapter 7 Managing Ethics Risks & Opportunities 26 4 
Chapter 8 Subprime Lending Fiasco—Ethics Issues 8 

148 3 


The first two chapters provide an understanding of concerns that have been driving 
the development of current ethics expectations: 


E Chapter 1 provides an overview of the book as it deals with the origins of concerns 
traditionally felt by a range of stakeholder groups and how these concerns have 
produced a broadened and heightened stakeholder-oriented accountability expectation. 


m= Chapter 2 provides a historical perspective on the ethics and governance scandals that 
stimulated changes in ethics expectations for accountability and governance reform 
and how these changes have been crystallized in law or generally accepted standards 
of performance. Both chapters provide a useful foundation for the rest of the book. 


The next two chapters facilitate how a director, executive, employee, or professional 
accountant should respond to the emerging ethical expectations by taking decisions and 
actions that will be considered both right and defensible particularly when codes of conduct 
do not precisely fit the circumstances. It presents concepts developed over the centuries by 
philosophers as well as recently developed, practical frameworks for their application: 
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m= Chapter 3 covers important contributions by several philosophers to provide a 
background from which to reason ethically. 


m= Chapter 4 presents several practical approaches to ethical decision making—the core 
of ethical behavior—that facilitate the development of strategy as well as day-to-day 
decisions business people must face. 


Chapters 5 and 6 examine how corporations and professional accountants can develop 
sound ethical accountability, governance, and management systems that respond to emerg- 
ing ethics expectations: 


m= Chapter 5 covers those issues, expectations, and ethical culture-promoting systems 
that directors and executives should understand in order to discharge their duties suc- 
cessfully in the modern era. 


m= Chapter 6 deals with the roles and functions of professional accountants in the new 
accountability system for corporations, as agents of ethical accountability, as experts 
in the development of ethical accountability and governance mechanisms, and as 
professionals who should be demonstrating professional skepticism and compliance 
with the new 2018 IEBSA International Code of Ethics for Professional Accountants that 
includes NOCLAR and independence rules that will fundamentally change the role of 
professional accountants worldwide. Chapters 5 and 6 both cover the identification, 
assessment, and management of conflicts of interest and other key elements of a mod- 
ern ethics-oriented governance system. 


The final two chapters deal with a set of extremely important issues that directors, exec- 
utives, and professional accountants need to understand and develop a facility with in order 
to avoid serious pitfalls and to take unique opportunities that others will miss. The last chap- 
ters of the book provide overviews of the most pressing and formative ethical and economic 
problems of our lifetimes and offer guidance as to the lessons that we all should learn: 


m= Chapter 7 deals with the supercritical areas of ethics risk and opportunity manage- 
ment, effective stakeholder management, sustainability and corporate social respon- 
sibility performance and reporting, workplace ethics, whistleblower programs and 
ethics inquiry services, motivation and avoidance of fraud and white-collar crime, 
bribery and the challenges of international operations including cultural networking 
practices such as guanxi, and ethical crisis management. 

= Chapter 8 reviews the subprime lending fiasco and presents an ethical analysis of this 
latest ethical disaster to influence the world negatively. Lessons drawn from the ethical 
analysis are presented to provide a platform for discussion and learning so that future 
problems can be avoided. In its own way, this chapter provides a summary application 
of the material covered in earlier chapters. 


Each chapter presents an interesting selection of cases and a useful list of references. 
The combination of text, 148 cases, four readings and appendices provides a much richer 
learning experience than books that present just cases, or text plus a limited number of 

cases and no seminal readings. 
In addition, numerous references are made in the margin where a website link/ 
E reference or a downloadable file is available on the Business and Professional Ethics for 
p Directors, Executives & Accountants (BPE) Digital Resources website at Www.cengage.com. 
This website is updated continuously with new information, notes, and website links 
of interest. The BPE Digital Resources website also houses cases and relevant chapter 
material from earlier editions to provide a resource for students and instructors, including 

the following: 
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E Cases deleted from past editions (see list in the Table of Contents on page xiv) 
m= Chapter 9: The Credibility Crisis: Enron, WorldCom, & SOX from the sixth edition. 
E Readings: 
e The Liability Crisis in the United States: Impact on the Accounting Profession—A 
Statement of Position 
e A Lawyer’s Perspective on an Accountant's Professional Obligations 
E Additional References and Seminal Reports 


IMPROVEMENTS TO THE NINTH EDITION 


Building on the strong foundation developed in the earlier eight editions, this new edition 
has been thoroughly updated. Major improvements include the following: 


E Learning objectives are now featured at the beginning of each chapter. 


E Chapter 1, “Ethics Expectations,” has been updated to reflect the revisions made 
to the other chapters of the textbook including discussions about sexual abuse 
(#MeToo movement), critical environmental pressures, reimaging of the profes- 
sional of accounting as well as the new NOCLAR and Independence Standards, the 
new Business Roundtable Statement calling for expanded corporate accountability, 
expanded ESG investing, updated risk management information, and recent key 
business scandals. 


E Chapter 2, “Ethics & Governance Scandals,’ has been updated to provide a timeline, 
analysis, and summary of the significant ethics and governance scandals, events, and 
responses in three time frames: prior to 1970, 1970 to 1990, and 1990 to the present. 
A key case has been added covering Deutsche Bank's disastrous corporate culture that 
led to closing down its investment banking division, which accounted for roughly 20% 
of its business. 

E Chapter 3 “Ethical Behavior—Philosophers’ Contributions,” has been updated with 
the addition of a case on industrial spying. 

E Chapter 4 “Practical Ethical Decision Making,’ has been updated to consolidate and 
clarify practical and defensible approaches to ethical decision making. 


E In Chapter 5, “Corporate Ethical Governance & Accountability,” updates include new 
information on the Business Roundtable Statement, declaring that corporations have 
responsibilities to all of their stakeholders; on Benefit and B Corporations; and on the 
heightened need for an ethical corporate culture with several recent examples. 


m= Chapter 6, “Professional Accounting in the Public Interest,” has been significantly 
revised to include a new framework for professionalism, an extensive discussion of 
the new NOCLAR Rules that will change professional responsibilities significantly, 
how the profession is being reimagined, a new approach to the calculation of transfer 
prices, and three new cases covering Carillion’s bankruptcy, KPMG’s ethical missteps 
with PCAOB information and cheating on ethics exams, and the NOCLAR solutions 
to Toshiba’s accounting frauds. 
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E Chapter 7, “Managing Ethics Risk & Opportunities,” has been revised to include a 
discussion of the new COSO Enterprise Risk Management framework; integration of 
environmental, social, and governance investing and reporting with examples includ- 
ing audited versions; a historical discussion of sexual harassment, the #MeToo move- 
ment, and the recent tipping point achieved due to high-profile convictions; additional 
material on forensic accounting and money laundering; and crisis management. 
Three new cases have been added: Barclays Bank: How Not to Deal with Whistleblow- 
ing, Danske Bank’s Money-Laundering Scandal, and QuadrigaCX—Cryptocurrency 
Exchange Fiasco, which deals with audit and forensic accounting matters. 

E Chapter 8 “Subprime Lending Fiasco—Ethics Issues,” has been updated to take 
account of recent analyses and the prosecutions of investment banks and their officers. 


E Eight new cases have been added to this edition, including the following: 


Chapter Case Title 


2 Deutsche Bank—A Cultural Disaster 
3 Spy Versus Spy: Corporate Espionage in the Canadian Airline Industry 


6 Carillion Bankruptcy: A Nightmare That Challenged the Foundations of the U.K. 
Accounting Profession 


6 NOCLAR Solutions to Toshiba’s Accounting Scandals & Confrontations with 
Auditors 


6 KPMG’ Ethical Red Flags— Advance PCAOB Information and Cheating on Ethics 
Exams 


7 Barclays Bank: How Not to Deal with Whistleblowing 
7 Danske Bank’s Money-Laundering Scandal 
7 QuadrigaCX—Cryptocurrency Exchange Fiasco 


E Importantly, the BPE website, www.cengage.com, is constantly expanding to include 
helpful references such as video clips of major events and brief summaries of key books on 
ethical matters. 

E As noted above, a BPE Digital Resources website has been created at www.cengage.com 
to provide access to readings and references identified in the margin of the book, as well as 
cases and chapter material from past editions. 

In addition, the BPE Instructors Manual, which is available online, has been aug- 
mented to provide sample examinations and the discussion of successful, innovative usage 
of the book by satisfied instructors. PowerPoints are available for instructors through the 
BPE Instructors Manual website. 
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Accessing Cengage.com Resources 


& 1. Use your browser to go to WwW.cengage.com. 

2. The first time you go to the site, you will need to register. It’s free. Click on “Sign 
Up” in the top right corner of the page and fill out the registration information. 
(After you have signed in once, whenever you return to Cengage, you will enter 
the user name and password you have chosen and you will be taken directly to 
the companion site for your book.) 

3. Once you have registered and logged in for the first time, go to the “Search for 
Books or Materials” bar and enter the author or ISBN for your textbook. When 
the title of your text appears, click on it and you will be taken to the companion 
site. There you can choose among the various folders provided on the Student 
side of the site. NOTE: If you are currently using more than one Cengage text- 
book, the same user name and password will give you access to all the compan- 
ion sites for your Cengage titles. After you have entered the information for each 
title, all the titles you are using will appear listed in the pull-down menu in the 
“Search for Books or Materials” bar. Whenever you return to Cengage you can 
click on the title of the site you wish to visit and go directly there. 
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THE END OF THE BEGINNING 


Amid the tragedy created by many scandals, both large and small, a silver lining has 
emerged: the acceleration and crystallization of stakeholder-oriented accountability and 
ethical governance frameworks for corporations, new tipping points for sexual abuse in 
the workplace and for international cooperation on enforcement with regard to financial 
crimes, and a reimagining of professional accounting with an increased focus on serving 
the public interest. Awareness of these developments and what they require to generate 
and maintain stakeholder support provides the foundation for the roles, responsibilities, 
and future success of directors, executives, and professional accountants. We have entered 
an era wherein appropriate values upheld and applied hold the key to ethical behavior, 
reputation, and sustained success. Business and Professional Ethics for Directors, Executives 
& Accountants provides an orderly development of the issues and skills involved and the 
understanding necessary to use them effectively—hopefully for the benefit of the business 
community, the accounting profession, and society as a whole. 
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OVERVIEW OF THE BOOK 


The disasters at Enron, Arthur Andersen, and WorldCom and more recently the subprime 
lending crisis have fundamentally changed expectations for the behavior of directors, exec- 
utives, and professional accountants. Good risk management practices must now incor- 
porate ethics risk management, accountability, and governance practices that ensure that 
the reputations of individuals, corporations, and firms are protected and that the support 
of stakeholders is strong enough to facilitate success. Leaving the development of ethical 
boundaries to trial and error—risking bad practice—is no longer acceptable. 

Corporations and business professionals are now part of a new post-SOX era of 
broadened stakeholder-oriented accountability and governance. Directors, executives, 
and professional accountants now realize that this necessitates considering the impacts 
and risks of their decisions on their reputations and on the public interest—certainly on 
more than the traditional short-term set of shareholder interests. Some businesspeople 
and professionals will want to go beyond developing a good defensive accountability and 
governance system to develop a competitive advantage where customers, employees, and 
others will be attracted by distinctly higher levels of trust based on commonly respected 
values such as honesty, fairness, compassion, integrity, predictability, and responsibility. 

Unless directors, executives, and professional accountants develop effective account- 
ability, governance, and risk management processes that incorporate ethics, 


E directors will be unable to fulfil their due diligence requirements, 

E executives will be unable to develop sound competitive business models and protect 
their emerging legal liability, 

E professional accountants will be unable to fulfill their role as fiduciaries and as leaders 
in the development of accountability and governance system, and 


E corporations and the accounting profession as we know them will be further discred- 
ited and regulated. 


Business and Professional Ethics for Directors, Executives e Accountants provides an 
understanding of why ethics has become a critical success factor, the nature and impor- 
tance of key financial failures and legislative changes, how ethical behavior can be guided, 
how ethical decision making can be improved and made defensible, and how directors, 
executives and accountants can deal with the special problems that occur in an ever- 
changing business environment. 


xxiv 
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Business and the professions function within a framework created by the expectations of 
the public. Scandals have traditionally triggered a “sea change” of new expectations for 
business governance and the accounting profession around the world. Enron, WorldCom, 
Arthur Andersen, the subprime lending fiasco, the Madoff Ponzi scheme, huge bribery 
prosecutions of Daimler and Siemens, manipulation of interest rates by major banks, the 
flouting of laws by Deutsche Bank and money-laundering regulations by Danske Bank, 
shocking disregard for fairness and safety, and the violation of environmental protection 
laws have reinforced the need for new standards and have pushed expectations to 
even higher levels. Not surprisingly, the newest behavioral expectations are based on 
an acceleration of business and professional ethics trends that have been long in the 
making. As a result, business and professional ethics have become key determinants of 
corporate and personal success and the focal points of research and corporate change. 

This chapter explores the changes that the ethics trends have brought to the 
expectations framework as well as the developments that have arisen in response to 
those changes. It also begins to consider what the changes in expectations mean for the 
directors, executives, and professional accountants. As such, this chapter provides an 
introduction and overview of the book. Unless businesspeople understand the historical 
genesis of current expectations, they are likely to repeat the unfortunate errors of earlier 
executives and directors. 

After reading this chapter, you will understand: 


what current ethics expectations are 

why they have developed 

the importance of accountability to stakeholders 

how current ethics expectations may affect: 
business governance, planning, decision making, behavior, performance, and reporting 
professional accounting standards, practices, and service in the public interest 
personal behavior. 
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2 CHAPTER 1 


THE ETHICS ENVIRONMENT FOR BUSINESS: THE BATTLE FOR 
CREDIBILITY, REPUTATION, & COMPETITIVE ADVANTAGE 


During the last thirty-five years, there has been an increasing expectation that business 
exists to serve the needs of both shareholders and society. Many people have a “stake” or 
interest in a business, its activities, and impacts. If the interests of these stakeholders are 
not respected, then action that is often painful to shareholders, officers, and directors usu- 
ally occurs. In fact, it is unlikely that businesses or professions can achieve their long-run 
strategic objectives without the support of key stakeholders, such as shareholders, employ- 
ees, customers, creditors, suppliers, governments, host communities, and activists. 

The support for a business—and business in general—depends on the credibility that 
stakeholders place in corporate commitments, the company’s reputation, and the strength 
of its competitive advantage. All of these depend on the trust that stakeholders place in a 
company’s activities. Trust, in turn, depends on the values underlying corporate activities. 

Stakeholders increasingly expect that a company’s activities will respect their values 
and interests. To a large extent, this respect for stakeholder values and interests determines 
a corporation's ethical standing and success. Consequently, corporate directors are expected 
to govern their company ethically, meaning they are to see that their executives, employees, 
and agents act ethically. Moreover, the corporation is increasingly expected to be account- 
able to stakeholders in a transparent or ethical manner. Performance assessment now 
extends beyond what is achieved to encompass how ethically those results were achieved. 

As a result, the governance and accountability regime for business and the professions 
has become far more concerned with stakeholder interests and ethical matters than in the 
past. Directors, executives, and professional accountants, who serve the often-conflicting 
interests of shareholders directly and the public indirectly, must be aware of the public’s 
new expectations for business and other similar organizations and must manage their risks 
accordingly. More than just to serve intellectual curiosity, this awareness must be combined 
with traditional values and incorporated into a framework for ethical decision making and 
action. Otherwise, as was the case with the Enron, Carillion, Deutsche Bank, Wells Fargo, and 
subprime lending debacles, the credibility, reputation, and competitive advantage of capital 
markets and the organization, the management, the professional, and the profession will suffer. 
What has produced this change in public expectations for business governance, behavior, and 
accountability? Several factors appear to share causal responsibility, as indicated in Table 1.1. 


Environmental Concerns 


Nothing galvanized early public opinion about the nature of good corporate behavior 
more than the realization that the public’s physical well-being and the well-being of some 
workers was being threatened by corporate activity. Initially, concern about air pollution 
centered on smokestack and exhaust pipe smog, which caused respiratory irritation and 
disorders. These problems were, however, relatively localized so that when the neighboring 
population became sufficiently irate, local politicians were able and generally willing to 
draft controlling regulation, although effective enforcement was by no means ensured. 

Two other problems associated with air pollution that were slower to be recognized 
were acid rain, which neutered lakes and defoliated trees, and the dissipation of the earth’s 
ozone layer. In the first case, the sulfur in exhaust gases combined with rain and fell to 
the ground far away from the source, often in other legal jurisdictions. Consequently, the 
reaction by politicians in the source jurisdiction was predictably slow, and many argu- 
ments were raised about who was responsible and whether the damage was real or not. 
Ultimately, however, the level of awareness of the problem became sufficiently widespread 
to support international treaties and more stringent local regulations. 
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Factors Affecting Public Expectations for Business Behavior 


Unbridled greed Subprime lending fiasco, CEO overcompensation, price gouging 

Physical Quality of air and water, safety 

Moral Desire for fairness and equity at home and abroad, sexual abuse 

Bad judgments Operating mistakes, executive compensation, cover-up of failed 
environmental engineering, unethical incentive schemes 

Activist stakeholders Ethical investors, consumers, environmentalists, #MeToo movement 

Environmental reality Environmental degeneration, need for sustainability 

Economic Weakness, pressure to survive, pressure to falsify 

Competition Global pressures, substandard environmental engineering 

Financial malfeasance Numerous scandals, victims, greed 

Governance failures Recognition that good governance and ethics risk assessment matter 

Accountability Desire for transparency, corporate social responsibility, sustainability 
(GRI) 

Synergy Publicity, successful changes, rise of ethical investing 

Institutional reinforcement e New laws: environment, whistleblowing, recalls, U.S. Sentencing 

and recognition Guidelines, OECD antibribery regime, antibribery laws, Sarbanes- 


Oxley Act (SOX) reforms, Dodd-Frank Wall Street Reform and 
Consumer Protection Act, mandatory risk management, Business 
Roundtable Statement 


e Professional accounting reform, globalization of standards (IFAC, 
IFRS), NOCLAR rules 


e New worldwide enforcement regime: antibribery, money laundering 


The dissipation of the earth’s ozone layer and its role in global warming has been more 
recently recognized as a serious threat to our physical well-being. The release into the 
atmosphere of chlorofluorocarbon (CFC), once the most common residential and indus- 
trial refrigerant, allows CFC molecules to use up molecules of ozone. At the same time, 
cutting down rain forests in Brazil, a main source for replenishing ozone, has contributed 
further to the depletion of the ozone layer around our planet. This layer was our major bar- 
rier from the sun’ ultraviolet rays, which cause skin cancer and damage our eyes. 

The timing of the recognition of water pollution as a problem worthy of action has paral- 
leled the concern about our depleted ozone layer, partly because of our limited ability to mea- 
sure minute concentrations of toxins and our inability to understand the precise nature of the 
risk of waterborne metals and dioxins. Corporations asserted that they did not have the techni- 
cal solutions to the elimination of air and water pollution at reasonable cost and therefore could 
not do so and remain competitive. However, once the short- and long-term threats to personal 
safety were understood, the public, led by special interest groups, began to pressure companies 
as well as governments directly to improve safety standards for corporate emissions. 

Government reaction, often prompted by disasters, has been significant at all levels. 
Locally, no-smoking regulations have been enacted and local ordinances tightened. Envi- 
ronmental regulation has been the subject of international treaties. Environmental protec- 
tion acts in the United States and Canada have been put in place that feature significant 
fines of up to $1 million to $2 million per day for a corporation convicted of environmental 
malfeasance. In addition, personal fines and/or jail terms for officers and directors have 
focused the attention of executives on programs to ensure compliance with environmen- 
tal standards. Nothing energized executives in the United States and Canada more than 
the statement of a judge in regard to the promulgation of the U.S. Sentencing Guidelines 
on November 1, 1991. He said that the “demonstrated presence of an effective program 
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of environmental protection would constitute an adequate ‘due diligence’ defense which 
could reduce the level of fine from $2 million/day to $50,000/day.” Although this reaction 
may be viewed as defensive, the “due diligence” movement should be viewed as the codifi- 
cation phase of the movement toward corporate environmental responsibility. 

More recently, the growing concern for local and global environmental sustainability 
has led to competitive and activist pressures for companies to report publicly on their 
environmental impacts using sustainability frameworks such as the Global Reporting 
Initiatives GRI Standards. In addition,' the huge fines, lawsuit settlements, and loss of 
reputation and the support of the public by offending companies such as BP for its oil spill and 
Volkswagen for cheating on emission standards have reinforced the need for other companies 
to take preventive action rather than pay an astronomical price for environmental negligence. 

Corporations and governments must respond to the necessity for environmental 
action. The United Nations released a series of reports that document an acceleration in 
environmental degradation and advocate the need for a 45% cut in emissions by 2030.’ Past 
inaction has come at a high cost, and continued inaction on environmental protection is 
unconscionable. Children, parents, executives, governments, and central banks are taking 
note, and the movement on environmental matters will become significantly more rapid. 
Large corporations and investors are reducing their investment in the carbon economy and 
shifting their interests into more environmentally neutral investments. 


Moral Sensitivity 


Beginning in the 1980s and 1990s, there has been a significant increase in the sensitivity to the 
lack of fairness and to discrepancies in equitable treatment normally afforded to individuals 
and groups in society. Increased recognition of the plight of several groups was responsible for 
this heightened social conscience, including the feminist movement, the mentally and phys- 
ically challenged, Native people, and minorities. To some degree, the public was prepared to 
entertain the concerns of these groups because unfortunate events had brought the realiza- 
tion that some special interest groups were worth listening to, as environmentalists, consumer 
advocates, and antiapartheid supporters had shown. Also, for most of the period from 1960 
onward, disposable incomes and leisure time have been sufficiently high to allow members 
of the public to focus on issues beyond earning their livelihood. In addition, as a result of 
advances in satellite communications that have allowed virtually “live” coverage of worldwide 
problems, the thinking of the North American public has become less inner directed and 
parochial and more sensitive to problems featured by wide-ranging investigative reporters. 

Evidence of public pressure for more fairness and equity is readily available. The desire 
for equity in employment has resulted in laws, regulations, compliance conditions in contracts, 
and affirmative action programs in corporations. Pay equity programs have begun to appear 
to readjust the discrepancy between the pay scales for men and women. Consumer protection 
legislation has tightened to the point that the old philosophy of “buyer beware,’ which tended to 
protect the large corporation, has become “vendor beware,’ which favors the individual consumer. 
Employee drug tests have been much more carefully handled to minimize the prospect of false 
findings. All of these are examples in which public pressure has brought about institutional 
changes through legislatures or courts for more fairness and equity and less discrimination and 
therefore will be virtually impossible to reverse. Indeed, the trend is unmistakable. 

Moral sensitivity is evident to international issues as well as domestic. The campaign to 
boycott buying from corporations that engage in child or sweatshop labor in foreign countries 


‘See the Global Reporting Initiative’s website at https://www.globalreporting.org. 

? See United Nations, The Report of the Secretary-General on the 2019 Climate Action Summit and the Way 
Forward in 2020, December 11, 2019, accessed December 13, 2019, at https://www.un.org/en/climatechange 
/reports.shtml. 
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This manœuvre perplexed me vastly. I was all unwilling to remain, 
and yet I could not leave now without either a struggle to get 
possession of the key or by summoning assistance to have the door 
broken in. I cursed myself for my folly in having allowed the key to 
remain on the inside, although I could not have foreseen this 
dilemma. 


What was her object? Had she any beyond the desire to keep me in 
the room while she loaded me with her invective and reproaches? 
What had been the thought which had struck her, and which had 
seemed to lead to her sudden assumption of calmness? 


“Do you think it strange that I should wish for your company, 
Count?” she asked in a voice soft and gentle enough to have been 
the medium of a love message. “For all your ungentle treatment of 
me and for what I deem your faithlessness, I can find it in me to 
admire you. I have said some bitter things to you, I know. Forget 
them. Take them for the ravings only of a violent woman—or better, 
the revilings of a disappointed one. It is no light disappointment to 
lose such a man as you.” Her tone was one of subtle witchery, 
tinctured with a sadness that might have sprung from a genuine 
regret. But I knew her; and all the time she was speaking with this 
cat-like softness I was racking my brains for the reason of her 
action. 


“If you don’t give me that key, I shall summon help and have the 
door beaten in,” I answered. “I am in no mood for any theatrical 
display.” 


“I will make a bargain with you. To summon your servants and have 
to admit to them that you have been locked in by your own prisoner 
will make you very ridiculous. The strong, clever leader of this great 
movement caged by a woman! But I will not banter you, and will not 
make you even ridiculous. Listen to my reasons and you shall have 
the key. Refuse to listen, and do what you please. You shall not have 
it from me if I die in defending it. It will be quicker to listen.” 


“State them quickly. I will give you three minutes,” I said, reflecting 
that what she said was true, and as blind as a fool of a bat to her 
real intent. 


“I will put them very shortly,” she answered, speaking in a slow, 
deliberate tone, altogether foreign to her usual habit. “You love the 
Princess and she loves you. You are angry with me because I have 
discovered your secret; but do you suppose that the Princess could 
endure that Bulgaria should think she decoyed me here that she 
might imprison me? That is what they would think first. But when 
the truth is known, as it must be some day, will her woman's heart 
bear the reproach that she imprisoned me because I surprised her 
and your secret and told you of it? Is your love so guilty a thing that 
the bare mention of it is a reason for consigning me to a prison 
unheard and untried? Is that how a pure Princess can start her 
reign? Is the avowal of such a love so base an act that anyone a 
witness of it must be hurried to a gaol to silence her? Think you 
these are means by which she will conciliate her new people? Or, 
taking another reading, can you believe that the Bulgarian people 
will love a ruler whose ruthless instincts of tyranny are manifested 
even before she touches the steps of the throne, by dragging away a 
rival for a man’s love and thrusting her into an impromptu gaol 
because the regular prisons of the country are not available? No, I 
tell you; you dare not do this thing, and your Princess dare not lend 
herself to it.” 


I listened coldly, but not without concern, for I saw the strain of 
probability that underlay her malicious ingenuity. 


“You are not imprisoned for any such act as you pretend, but 
because you would betray the facts your spies have discovered; and, 
if you want an additional reason, because you have dared to attempt 


m" 


I stopped, and dashed my hand to my head in horror. In a moment I 
saw her cursed intention. 


I had said no word to the Princess about the deadly rose which this 
woman had sent to her in my name; and this fiend, guessing by her 
woman’s instinct that the Princess would hurry away after what had 
been said about our love, had imprisoned me here to delay me, so 
that even now at the last moment the devilish scheme might 
succeed. And I, like the fool I was, had been duped by her infernal 
cunning. 


I felt like a madman. She saw by my agitation that I had guessed 
her scheme, and before I could move she sprang from her chair, and 
rushed to the door to put her back to it, facing me like a wild beast 
at bay, to fight for the last few moments that might be so vital to the 
success of her plot. 


“You look agitated, Count. You are not going to leave me?” 


“Stand aside, you fiend, or I won't answer for myself. I know your 
object now. Stand aside; do you hear?” I cried. 


“I will not. Touch me if you dare.” But the life of the Princess was at 
stake, and I thought of nothing else. 


“Zoiloff! Zoiloff!” I shouted at the top of my voice, and, seizing the 
Countess by the arm, I strove with all my force to drag her from the 
door. She fought and struggled like a wild cat, and her strength was 
so great that for a while she resisted all my efforts, clinging with 
desperate tenacity to the handle of the door, the lever of which gave 
her a secure hold. 


“Did you call, Count?” came Zoiloff’s answer in muffled tones 
through the heavy door. 


“Is the Princess Christina gone?” 


“Yes, some minutes since;” and at the words a light of Satanic 
triumph shone in my companion’s eyes, and seemed to give her 
fresh strength for the struggle. Every moment was precious. 


“Get help and burst this door in,” I shouted; but even as I shouted 
the words the thought of the minutes that would be thus wasted 


maddened me, and I resolved to take the key from the Countess’s 
pocket. 


“You force me to this,” I said between my teeth, and, seizing her 
round the waist with one arm, I held her in a grip of iron while I 
plunged my hand into her pocket. To use up the last possible 
moment she struggled with frantic energy, writhing and twisting and 
hindering me till I vow I could have killed her. My blood was up, and 
the thought of Christina's danger urged me to spare no violence, and 
half a minute later I had secured the key, and hurled the woman 
away from me. 


As I opened the door, Zoiloff and a couple of men with axes had 
come up. 


“Good God! what has happened?” cried Zoiloff, falling back before 
my looks. 


“Keep that hell-cat safe till I return,” I shouted, and, hatless and 
dishevelled as I was after the tussle for the key, I dashed out of the 
house, and ran at my top speed through the street. 


By good fortune I met one of my grooms exercising a horse close by 
the house; and before the man could recover from his surprise I had 
half pulled him from the saddle, clambered up in his place, and was 
clattering at full gallop towards the Princess’s house, heedless of all 
or any that came in my path. 


The moment I reached it I jumped off, sprang up the steps, pealed 
the great bell and thundered at the heavy knocker, never ceasing till 
the porter opened the door with a half-scared face. 


“The Princess! Quick, man, quick, for your life!” I cried like a 
madman. “Where is she?” 


“In her boudoir,” answered the fellow, staring at me as if I had been 
a wild man, as indeed I almost was. I ran by him and mounted the 
stairs with leaps and bounds. On the landing above stood a footman, 
peering down curiously at the disturbance. 


“The Princess's room! Show me instantly!” and my mien and voice 
were so threatening that he fell back pale and frightened, and 
pointed to a door. 


I knocked, but did not wait for an answer. 


“Are you there, Christina?” I cried, excitedly, not heeding that I used 
her Christian name only. “Christina!” I cried again, when I did not 
see her. 


And then, to my inexpressible relief, she came out from an inner 
room. She was holding a small package, from which the outer 
wrapper had already been removed. I rushed forward and tore it 
from her hand, saying not a word, and heeding nothing of the look 
of surprise and alarm which my wild presence and strange act had 
called to her face. 


Then with a fervent “Thank God,” as I held the accursed thing safe 
in my grip, crushing the fragile box in my straining fingers, I fell 
upon a chair, and, clasping one hand to my eyes, tried to fight my 
way back to calmness. 


The rush of relief was an intoxicating delight, and in my rapture at 
her safety I could have shed tears. For the moment I was utterly 
unmanned. The agony of suspense during the minutes since I had 
learnt of her danger had well-nigh bereft me of my senses; and the 
relaxation of the strain, with the knowledge of her bare escape from 
death, made me as weak as a child. 


“You are ill, my friend. What has happened?” she asked in her 
sweet, sympathetic voice, laying a hand on my shoulder. 


The touch was like the balm of Gilead to my ruffled senses, and then 
a sudden shame fell on me, and in a moment I realised how strange 
my wild conduct must have appeared in her eyes. I remembered, 
too, that in my delirium I had called to her by her Christian name. 
And at the thought my confused and dizzied wits were more jumbled 
than before, and, strive as I would, I could force no words from my 
tongue. 


My silence alarmed her. 


“I will summon help,” she said; but I stayed her with a protesting 
hand, and thus we waited while I struggled for some measure of 
composure. 


Many moments passed in this strained, embarrassing silence, till I 
was sufficiently master of myself to make an effort to speak to her. I 
rose, still holding the crushed little package as fiercely as though it 
were a thing of life. She looked at me with a smile, intending it to 
veil her alarm and anxiety. 


“Princess, I crave your pardon. I—this package—I——” I stopped, 
stuttering at a sheer loss for words. A tinge of colour mounted to her 
face as she said in a tone much less warm than before, and, as I 
thought, not without a note of rising indignation. 


“It is the package you sent me, Count Benderoff.” 


“No, no, it was sent to you in my name—to poison you.” She started 
back and stared at me. “I will try to explain. I have acted like a 
madman; I have been almost one, I think. This thing’—holding it up 
still gripped fiercely—“was sent you to-day by that woman. By the 
mercy of heaven it arrived while you were absent, and your visit to 
my house saved you-—” And in a shambling, jumbled, half- 
incoherent way I told her what had occurred. 


The colour in her cheeks flowed and ebbed as I spoke, and I saw an 
ever-varying light in her eyes as they were bent upon me, now in 
indignation, again in horror, and yet again in gratitude mingled with 
feelings which now I almost dared to read as my heart dictated. 


When I finished my disjointed narrative, she thanked me very 
simply, though her agitation, heightened colour, and tender glances 
told me how deeply she was moved. Leaving me for a moment, she 
returned with the wrapper of the package and a card of mine, on 
which were scribbled my initials in a handwriting much like my own. 


“This was with the packet,” she said, giving me the card. “But I have 
never seen your handwriting.” I saw in a moment that the spy in my 


house could easily have stolen the card for the Countess Bokara. 
“Could your servant identify the messenger who brought it?” 
“For what purpose, when we know who sent it?” 

“It is a case with which the courts could deal.” 


“No, no, no,” she cried hastily, shaking her head. “I could not do 
that.” 


“Well, it does not matter. She is in safe keeping, and I can mete out 
the punishment myself. I will keep this evidence for future use;” and 
crushing packet and card and wrapper together, I pushed them into 
my pocket. 


“What do you propose to do, then?” asked the Princess. 


“She cannot be left at liberty with our secret in her possession.” Till I 
had uttered the words I did not see their double meaning. But the 
Princess did instantly, mistaking me indeed, and her face grew so 
crimson that she turned away to hide her confusion. “I mean the 
knowledge of our plot,” I made haste to add, awkwardly, the 
explanation serving only to accentuate my clumsy blunder, and add 
to our mutual embarrassment in the pause that followed. 


I was mad with myself for the slip, and yet delighted at what it 
helped to reveal to me. With an effort I shook myself together, and 
said in a tone almost cold and formal: 


“The sure and certain use she would make of her freedom would be 
to tell General Kolfort that we are duping him.” 


“That is a risk we must run,” she replied, her voice low and 
trembling. 


“It is one we dare not run. It would be worse than madness,” I 
protested hastily. The thing was impossible, unless we meant to ruin 
everything. 


“It would have to be done in my name. And that cannot be. You 
must see this.” The agitation in her voice was evident, and she kept 


her face averted from me. 


“Your Highness cannot mean this.” The earnestness of my tone 
moved her, and she cast at me a quick glance of appeal. 


“Cannot you see that it is impossible?” But I felt I must be deaf to 
any appeal. 


“You have trusted me so completely that I should be untrue to you 
and to all concerned in this matter, Princess, if I listened to you. 
Believe me, it must not be. Her captivity is our only road to safety. 
We have dealt with this spy of hers, and she herself told me that he 
was flying the country in a panic. She alone holds this terrible—this 
knowledge of our plans, and if she remains at large, nothing can 
save our scheme from shipwreck. You know, even better than I, 
what effect a word breathed in the General’s ear would have. Believe 
me, I dare not let her free. No harm shall come to her. Not a hair of 
her head shall be injured; but in our charge she is and must remain. 
There is no possible alternative.” 


She locked her fingers tightly in the stress of her perplexity, and a 
strained, drawn expression showed on her face. 


“No, no; it is impossible, impossible,” she cried, in a tone of distress. 
“I see the dangers, but this I—I cannot and will not do.” 


The mocking words which the Countess had spoken when I was 
locked in the room with her gave me the clue to the struggle in the 
Princess's mind, and I dared not ask her to tell me her reasons, that 
I might combat them. But with me they had no weight. 


“This is no matter, Princess,” I ventured to say, “in which any 
considerations but the most impersonal reasons of policy can be 
allowed to prevail. I beg you earnestly to pause before taking a step 
that on my soul I know must be fatal to everything.” The words 
brought a look of flashing reproach. 


“You tell me this. Can’t you see what would be said of me if I 
sanctioned such a thing? No, no, no; I cannot, I cannot, I will not,” 
she cried impetuously. 


My eyes fell before hers, but yield I would not. 


“Will you permit me to withdraw now, and we can speak of this 
matter another time? Meanwhile——” 


“Meanwhile you will do that which will compromise me in the eyes of 
all Bulgaria,” she cried vehemently. 


“I shall do no more than your safety and that of all others concerned 
with us in this matter demands,” I answered stubbornly. “We have 
no other object but your safety and success.” 


“Do you think I will set my liberty on such an issue—that I will 
consent to be held up to the whole country, ay, to all Europe, as——” 
She stopped, and a vivid blush spread over her face, but, drawing 
herself up with head erect, she added with a truly royal air: “Count 
Benderoff, as the Princess Christina and your future Queen, I lay my 
commands upon you to set the Countess Bokara at liberty without 
delay.” 


“Your Highness has no truer follower than I, and my future Queen 
will have no more loyal and faithful subject, but this command I 
cannot and will not obey.” 


I bowed low, and, raising my head, met her look with one as firm 
and resolute as her own. 


We stood thus for perhaps half a minute, and then a striking change 
came over her face. Her eyes fell, and I thought I had won. But it 
was no more than a change of weapons on her part. 


She came close to me and took my hand in both hers, and looked 
then into my eyes with a soft light that only love could kindle. 


“What you refuse as a command, grant me as a favour. I plead to 
you as a woman to do what I ask. I pray you by whatever regard 
you may have for me. Must I plead in vain?” Her hands were 
trembling in mine and her voice quivering as she sought my eyes 
and held them with a look of yearning love that left me no room for 
any thought but how to please her. 


What could I do, loving her as I did with all my heart, but yield? 


CHAPTER XV 
A HOPELESS OUTLOOK 


Even while I was on my way from the Princess Christina’s house I 
began to realise the consequences of the mistake we were making. I 
had been miserably weak to give way, and, although my head was 
half giddy with the rapturous remembrance of her words and 
glances, and dazed with the thought that she had appealed to my 
love, I was angry with myself for having yielded. 


I half dreaded to meet Zoiloff. I knew what that sturdy fellow would 
say, and was inclined to fear lest he should make a shrewd guess at 
the reasons which had influenced me. One thing was certain, he 
must not be present when I saw the Countess; for I knew that she 
would blurt out the truth in her sneering, vindictive tone. 


She would publish it, too, far and wide, and in a few days all Sofia 
would ring with the secret of my love for Christina and of hers for 
me. That alone was enough to ruin the cause, since it must 
inevitably rouse old Kolfort’s suspicions. 


When I reached the house I was told that Zoiloff was with the 
Countess Bokara, and I sent for him. I said in as few words as 
possible that it had been decided to let the woman go free, and I 
gave some more or less fictitious reasons of policy for it. But they 
did not impose on him for an instant. 


“It is wrong, Count, absolutely wrong, and you should never have 
consented. She will ruin everything. I propose that we just ignore 
the Princess’s wish and keep that fiend close all the same.” 


“I have passed my word, Zoiloff.” 


“I am very sorry to hear it, but I haven’t; and there’s nothing to 
prevent your setting her free and my taking her again. Everything is 


ready, as you know, and the thing would be easy enough.” 


“No, I can be no party to it,” I answered firmly, although the notion 
pleased and tempted me. 


“Then you may as well throw up the sponge.” He spoke angrily. 
“It may still be possible to blind the General’s eyes.” 


“You are more sanguine than you look or your tone implies if you 
think so. I don’t believe it for a moment. There's always something 
goes wrong where a woman is concerned.” 


“I will send this one packing, and then we can consult.” 


“There’s not much left worth consulting about,” he answered as I left 
him. 


The Countess greeted me with a sharp, shrewd look, and then her 
face showed a keen disappointment. 


“I have failed, I see. You needn't tell me,” she said. 


“You are not yet a murderess—at least of the Princess,” I returned, 
harshly, for I hated the woman. 


“You have taken a long time over your rescue and love business; but 
I suppose you had much to talk about. It’s the way of lovers!” she 
cried with a laugh. “Besides you had to settle what to do with 
inconvenient me. I am afraid I am very much in your way, Count— 
quite as much trouble to you as if you had remained faithful to me.” 


“If I had my way you would not give me much more trouble.” 


“Ah, then I was right. I knew that she would never dare to try and 
keep me a prisoner. Will you see that a carriage is ready for me?” 
She spoke in a tone of indifference. 


“If you have any gratitude in your nature you will remember that it is 
to the Princess that you owe your liberty—to the woman whose life 
you have just failed to take.” 


“And am bitterly regretting my failure. That is my gratitude. But why 
cant to me of gratitude. Do you suppose she has done this for my 


sake? Nonsense; I told you her reasons before you went to her. Am I 
a fool, that you prate to me in this childish strain? I tell you I am an 
enemy, and a woman to be feared. She is a fool to let me go, and I 
know it as well as you. Were the positions reversed—but there, she 
has given you a heavy task, Count, heavy enough to tax even your 
cleverness; and you can lay your plans on this one solid and sure 
foundation—that I will do my worst against you and her.” 


I made no answer, and, ringing a bell, ordered a carriage to be 
brought round at once. 


“You look very solemn, Count,” she said, when the servant had left 
the room and I was going. “And you have plenty of reason. But I'll 
do you one favour, and tell you that I have already begun my work, 
and have told that ill-bred soldier who was here and seems to be in 
your confidence the whole story of your love for the fair Christina; 
and it had a very pretty effect upon him. But it prepared him, no 
doubt, for this step,” and she laughed insolently. “At any rate you 
can be frank with him without that shamefacedness with which one 
man speaks to another of his love. What he is thinking about it to- 
day—and I was careful to sow the seeds of fruitful contemplation in 
his mind—all Sofia will be openly talking to-morrow, including your 
new Russian friends. It was injudicious of you, wasn’t it, to leave me 
such a companion?” 


I could endure no more of her taunts, and went out of the room, 
closing the door quickly to shut out the sound of her mocking 
laughter. When the carriage was announced I went back to fetch 
her, and, as if her malicious instinct could always hit upon the mood 
most exactly calculated to jar upon my nerves, she was now 
disposed to play the high society dame, and, with all the airs and 
graces of a capricious beauty, was for delaying me to chatter idle 
nothings, in a tone of empty frivol, about the weather, the recent 
ball, and my health, until I cut her short by saying sternly: 


“The carriage is waiting for you, Countess, and I have no time for 
this wearying badinage.” 


“I thought you might wish your servants to think this was merely a 
call of ceremony;” and, as if to irritate me with these little peltings of 
frivolity, she continued to chatter in the same tone until she had 
taken her seat in the carriage. Then, with a quick change of manner, 
and a malignant glance at me, she said: 


“When we meet again you may find the positions reversed, Count, 
for I warn you to look to yourself.” 


I gave no sign of even having heard her, and watched in silence as 
the carriage drove off. 


“There goes our last hope,” said Zoiloff, looking moodily after the 
carriage, as though he would have given all he was worth to have 
dashed after it, and have torn the Countess out of it back to 
captivity. 


“Now let us consider what to do next,” I replied. 


“There is nothing to do next, or after,” he said, in the same moody 
tone. “When such a woman holds the future of our scheme in her 
hands we can do nothing but prepare for the worst, and look out for 
the best means of escape. It will soon be a case of sauve qui peut.” 


“I shall fight on till it comes, then, and so will you, my friend, when 
this mood has passed.” I took him into my private room and, putting 
wine and cigars before him, set to work to try and shape a course to 
suit the altered aspect of affairs. 


My own opinion was not much brighter than his; but I sought to 
persuade him, and myself too, that matters might yet be mended. 
There was one possible door of hope. The Countess meant to have 
her revenge, and, as she had frankly said, we must base all our 
plans on her implacable enmity. But she had other ends than those 
of mere personal vengeance. She hated Christina bitterly, but she 
loved the Russians no better. Her aim was to keep her Prince on the 
throne, and to betray us at once would certainly injure him by 
forcing General Kolfort to act immediately, not only against us, but 
against the Prince. The latter would be frightened and jockeyed out 
of the throne, to make room, not for Christina, but for some more 


pliable tool; and the Countess was quite shrewd enough to foresee 
that. 


“I am inclined to believe,” I said, after we had discussed the position 
at great length, “that she will seek her ends first by other means 
than by betraying us to Kolfort—some scheme or other against the 
Princess or myself personally, perhaps; but something which may 
take time to work out. She will cling to the hope of retaining the 
Prince on the throne to the last possible moment; and she may 
reckon, as she has done hitherto, that by removing the Princess the 
Russian scheme will be so maimed that the Prince may be able to 
retrieve and retain his position—at all events for a time. She may 
now include me in some such plan of assassination. The question for 
us to consider is, then, how soon we can complete our 
arrangements, by hurrying them forward at fever heat, so as to 
make us indifferent to what Kolfort can do.” 


I continued to urge this from every standpoint, until I saw with great 
satisfaction that Zoiloff’s enthusiasm began to heat again. But 
suddenly his face clouded, and he said: 


“Are you forgetting the strange story she is going to tell about 
yourself and the Princess? I know nothing of it, of course,” he 
added, as though in assurance of his faith in me. “But if such a tale 
should reach old Kolfort—and she seemed mad enough to scream it 
from the housetops—you can judge what he may think.” 


“There is a ready answer to it,” I returned, gloomy now in my turn at 
the thought behind my words. 


“You mean denial. I don’t like to speak of this, Count.” 


“I do not mean denial only in words. They count for little enough in 
a time like this,” I replied bitterly. 


“What then?” 


“The Princess’s only answer will be the hurrying forward of her 
marriage with the Duke Sergius. It is the inevitable corollary of her 
decision to-day.” 


“By God, but you are a man, Count!” cried Zoiloff, with a look of 
genuine sympathy, as if he felt instinctively what such words must 
cost me. “From this hour I will never again question a single order 
you give or decision you take.” He held out his hand, and grasped 
mine in a warm pledge of earnest friendship. “We will go on, as you 
say, and frustrate this she-devil yet—or fall in the effort.” 


A long silence followed, in which we were both busy with our own 
thoughts; and when the silence was broken we went on with a long, 
detailed discussion of the means to be adopted to quicken our 
preparations and expedite the arrangements that should make us 
indifferent to any action by General Kolfort. 


The work interested us both absorbingly, and while Zoiloff remained 
with me, and my thoughts were occupied in planning the work to be 
done, I was even inclined to accept my own arguments that all was 
not yet lost. 


But when he had left me a relapse came, and I seemed to be 
overwhelmed with a sense of the weariness and futility of it all. I 
had nothing now to gain. A few hours had changed everything for 
me, and all my enthusiasm had evaporated, like the sparkle from flat 
wine. 


Bulgaria might profit, but what was Bulgaria to me? I had not been 
fighting for Bulgaria, but for Christina; and what prospect was there 
now for her but the gloomiest? I had gained the priceless treasure of 
her love; but with the very ecstasy of the knowledge had come the 
bane that I could never even win happiness for her. 


I laid bare my heart to myself in this bitter self-communing. I had 
tried to persuade myself before that mine was that rare thing—the 
rarest on earth, indeed—selfless love; but I knew now that that had 
been the flimsiest gauze of self-deceit veiling the secret hopes and 
desires that had urged me forward. Out of the inmost thoughts 
came up now the skeletons of my lost desires, gibbering and 
mouthing and mocking me with the hopelessness of my love. 


If I could have made her happy, have helped her to realise the 
dream of her life as the Virgin Queen pouring on this distracted 
people the infinite blessings of freedom and happiness, herself a 
bright, conspicuous example of innocence and purity to all the world, 
I might have been content to worship even while I served her. But to 
think of her as the wife of the sensual brute I detested, forced to 
submit to his loathsome endearments, and to smile and frown upon 
him in his humours, was like a very torment of hell to me. And for 
her it must be ten thousand times worse. Her life, mated with a man 
she abhorred, would be one long, living lie, the canker of which 
must blight her every purpose, and destroy every hope in her heart. 


And yet I, loving her and beloved by her, was to help her to this life 
of fair-seeming misery and honoured dishonour. I could not and 
would not, I cried in my heart—and yet I knew I must. There was no 
escape now from it. As I had told Zoiloff in my despair, the hastening 
of the marriage was the one possible means of averting that instant 
ruin in which the power of the at present all-powerful Russian 
agents could involve us all. 


Harder than all else to bear, however, was the thought that I myself 
must pass that inexorable sentence upon her. She had made it 
essential by her shrinking woman’s fear of how her act would be 
read in the eyes of Europe; but it was left for me to show her the full 
consequences of what she had done. 


In my frenzy I was tempted to regret that I had saved her from the 
infinitely more merciful fate of death. Deeply as I loved her, I would 
vastly rather see her dead than the wife of the man whose wife she 
was now inevitably bound to be. 


For a moment a wild thought rushed through my mind—that I 
should induce her to fly the country with me. But the thought was as 
great a treachery to her as the act would be treacherous to those 
whose cause she championed with such pure-souled enthusiasm. I 
recalled with the iciness of a lover's despair her declaration that she 
would even become the wife of this man, if no other path were 
open, rather than abandon the cause she had espoused. 


There was no escape; and when at length I threw myself on my 
bed, brain-wearied with the long wild fighting against the inevitable, 
it was only that the torture of my waking thoughts should be 
reproduced with all the grotesque horrors of oppressive, sickening 
dreams. 


I awoke with the dawn, dreading the coming of the hour that would 
bring with it the ordeal of the interview. 


For myself my course was soon decided. I would keep my word, and 
go through with the task of leading the movement to such a 
successful issue as we could yet snatch from the dangers 
surrounding and threatening it. But the hour that saw her safely 
seated on the throne should be my last in the country. 


I was revolving these gloomy thoughts over an untasted breakfast 
when Spernow came. 


“You look ill, Count;” for the struggle had written its effects in my 
face, “Yesterday’s doings have upset you.” 


“It is nothing worse than a headache,” I answered carelessly. 


“I hope your nerves are not unstrung. You will need a clear head to- 
day unless I have read things wrongly.” 


“What next?” I felt that nothing which could happen now would 
either interest or trouble me. I had lost the one thing which I 
desired, and life itself might go for aught I cared. 


“I was at a house last night and heard something which you must 
know at once. It concerns you closely, and spells danger.” 


“What was it?” Feel interested I could not, feign it I would not. 


“The Duke Sergius has resolved to force a quarrel upon you. He has 
some deadly grievance. I heard it incidentally, but—— Why, Count, 
what is the matter?” 


He might well be astonished. The news was the one thing on earth 
that could have changed me, the one thing that might yet change 
everything. In an instant my lassitude and despair fell away like a 


cloak. My blood warmed, my heart beat fast, my cheeks glowed 
again, and life was worth living and risking. Even if I were destined 
to go straight to my death at the hands of the rival I hated, I should 
have a moment of real enjoyable life, while, if my hand were true 
and my skill what I believed it and I killed him—— I could not stay 
to think, but in my eager hope that the news might be true I plied 
Spernow with question after question, testing his story, till he might 
well have deemed me insane. 


“Of all the gifts and riches of the earth that you could bring me, 
Spernow,” I cried in my vehemence, “there is none I would have in 
preference to this news. By Heaven, man, but you have made me 
live again!” 


CHAPTER XVI 
“IF I WERE A WOMAN” 


We had been together about half an hour, discussing eagerly the 
news which Spernow had brought, when Zoiloff arrived. His face 
showed that he too had passed anxious hours since we parted. I 
received him with a laugh and rallied him upon his looks, and then 
told him the news. 


He had not the same intense personal interest in it that I had, and 
he received it very differently; though his friendship made him 
understand my feelings. 


“It is her first step,” he said, gravely. “We must act warily.” 
“A necessity for others besides ourselves,” I retorted. 


“It is not certain what form his hostility will take. He may not care to 
quarrel openly with you, Count; although, if he does, you know he is 
not a swordsman to be taken lightly.” 


“He would serve me no ill turn were he to send his sword through 
my heart,” I answered, and meant every word I said. 


“That would be an ill enough turn for us, though.” 


“Let us go to the gallery and see. I have scarcely closed my eyes all 
night, and when Spernow came he found me hipped and down. It 
will be a good test for my nerves. If I can hold my own against you 
under such conditions, we need not be doubtful about this other 
affair.” 


In a few minutes we were busy with the foils, and I told Zoiloff to try 
with all the skill at his command to beat me. For myself, I tried to 
make myself believe for the moment that he was the man whom I 
might have to meet, and I put forth every effort. I never fenced 


more skilfully or with more spirit, now limiting myself only to 
defensive measures and now forcing the attack with vehement and 
even fiery impetuosity. 


“I cannot hold you, Count,” said Zoiloff, at length; “I have not 
touched you once, except that graze on the leg, and you have had 
me three times badly. If this were in earnest I should be a dead 
man. But, remember, you know my work now, and that I am not the 
Duke’s equal with the sword.” 


“I must take that risk, and shall not take it without pleasure, I assure 
you.” 


“But that’s not the only risk to be taken.” 


“You are in a despondent mood, my friend,” I said, for I knew he 
referred to what General Kolfort might do afterwards. “Let's meet 
them one at a time. This one faced and overcome may mean much 
to us; and, at any rate, will put us in good heart for what may 
follow.” My spirits were now as high as previously they had been 
depressed, and once again I was full of fight. 


Zoiloff told me what he had already done to expedite our plans, and 
when I went to do my regimental work even the knowledge of what 
I had to tell Christina she must be prepared to do had become less 
oppressive and disheartening. 


On my return home, however, I found a note from Mademoiselle 
Broumoff, asking me to see Christina at once. “General Kolfort has 
been with her this morning, and something passed which has upset 
the Princess extremely. Although she has not told me that she 
wishes to see you, I am sure of it. Don’t mention this letter.” 


This alarmed me, and early in the afternoon I was at her house. I 
found her looking troubled and agitated, and so pale that I was filled 
with concern. She received me as graciously as usual, but I could 
detect a touch of shrinking reserve. 


“I hope you have no ill news; we cannot, of course, expect a big 
scheme like ours to go forward without an occasional check,” I said. 


“There must be no check—none if I can prevent it, that is.” She 
spoke very sadly, and then forced a smile to her face. 


“You have had some news, I see,” I said after a pause. 
“Yes, I have bad news; I have had General Kolfort here.” 
“His visit was probably the outcome of yesterday’s event.” 


“Have you come to upbraid me with what you think my weakness?” 
she cried quickly, with a swift glance of reproach. 


“No, indeed not. But when the Countess Bokara left me she declared 
with all the malice in her that she would do her utmost to ruin us all. 
I judge that she has commenced—that is all.” 


“She cannot ruin us. Let her do her worst.” It was easy to see, 
however, that the first blow had been a telling one. Then a thought 
struck me. 


“I think I can tell you the purport of General Kolfort’s message,” I 
said quietly. “He is anxious to push forward a certain step in his 
plans to bind you to him. I mean, of course, your marriage.” 


Her face grew scarlet, and I guessed it was at the remembrance of 
the bluntness with which the General would have told her what he 
had heard about us. I could judge well enough the way he would 
speak. 


“Have you seen him?” she asked after a pause. 


“No; but I foresaw what must happen,” I answered gently. “It was 
inevitable. The only practical proof you could give him of the 
falseness of the rumour that that woman has set abroad.” 


She locked her fingers tightly together, and her face was drawn and 
troubled. My heart ached for her. Remembering my own sorrow, I 
could gauge the bitterness of hers. Presently, in a low tone of 
despair, she said: 


“The marriage is to take place in three days;” and, hiding her face 
then in her hands, she abandoned herself to emotions which she 


could no longer control. I turned to the window and looked out, that 
she might have time to regain some measure of calmness. 


Presently I heard the rustle of her dress, and I turned round and 
went back to her. 


“You have caught me in a moment of weakness, Count,” she said, 
smiling through the cloud on her brow and in her eyes. “I think you 
had better leave me.” 


“I came prepared for the news. Indeed, I came to tell you myself 
that you must be ready to hear it.” 


“I would rather have heard it from you;” and she smiled wearily. 
Then, laying her hands impulsively in mine, she said sweetly but 
mournfully: “It is hard to inflict sorrow like this, and I do not hide 
from myself, dear friend, that this must give you pain. Believe me, 
that thought is not my least grief in this. If I were only a woman,” 
she cried, with a deep sigh. 


Her words and tenderness almost unmanned me. I had no words to 
reply, but stood still, holding her hands in mine and meeting her 
gaze with glances that spoke the love I felt. 


“I have no thought but for your happiness,” I murmured at length. 


“Happiness?” she whispered; and her eyes closed an instant as she 
drew a deep breath as of unbearable pain. Then she mastered her 
emotion. “I must never see you alone again, Count. I ought not to 
have seen you now, but—I am a woman. I felt I must thank you 
once alone, and tell you how it wounds me to wound you thus. 
Others may think of me as ambitious, cold, unwomanly, selling 
myself for a throne, a heartless creature without the attributes and 
qualities of my sex. But you will Know the truth. You must know it, 
even if I bare my inmost heart in telling you. You will not think ill of 
me, though I have made you so poor a requital for all that you have 
done and would do for me. Do you think I am seeking my happiness 
in this?” 


“Forgive me that word. If I know what you are suffering in this it is 
because my own heart tells me; and I dare not utter all that it tells 
me.” 


“You are a strong man and will fight it down.” 


“I shall never forget,” I cried earnestly, my voice hoarse with 
passion. “And never again so long as my heart beats will it hold a 
feeling such as that which fills it now.” 


This pleased her, and she smiled sweetly and tenderly, while the 
clasp of her fingers tightened on mine. 


“Would God it could have gone otherwise for us,” she breathed, her 
eyes lingering lovingly on my face, with infinite sadness and 
yearning. 


I carried her fingers to my hot lips and kissed them fervently. 


“Go, go,” she cried passionately at the touch of my lips. “Go, or I 
shall bid you stay, let the consequences be what they will.” 


I looked up into her radiant face, now fired with her passion. 
“One touch of your lips, if only to ease my suffering.” 


The ruby colour flowed rich and deep over her face, and, bending 
forward, she kissed me on the forehead. 


“Go, in pity for me, go,” she cried, excitedly. 


One moment longer I stood, gazing at her with my soul in my eyes, 
feasting my senses on the signs of her love, and then I tore myself 
away. A last glance as I left the room showed me that she had 
thrown herself back in her chair with her hands clasped in front of 
her face. 


I rushed back to my house, my head bewildered and dizzied with the 
sweet delirium of her avowed love, and I sat like a crazy loon for 
hours, running over and over again in thought all the incidents of 
the scene. 


She loved me. Nothing could rob me of the sweetness of that 
knowledge. All else that could happen was as nothing compared to 
that. The plot might succeed or fall; she loved me. Bulgaria might be 
free or enslaved; she loved me. The Russians might triumph or fail; 
she loved me. It was the one balm for every sorrow, one true note 
of joy in every trial: she loved me; and I was mad with the delight of 
it all. 


In the early evening Spernow came to me; and then I remembered 
with an effort—for all memory was swallowed up in the one delicious 
remembrance of her love avowal—that I had promised to go out 
with him. I did not care whether I went or stayed; what I said or 
did, all was alike indifferent to me; but when he urged me, I dressed 
and went with him. As we drove along he said something, however, 
which brought my intoxicated wits together. 


“Duke Sergius will be here to-night, Count. We shall see what he 
means to do.” I laughed so loudly that he looked at me in surprise. 
What cared I for the Duke Sergius? I carried a charmed life, for 
Christina loved me. He might marry her: but it was I had her heart. 
If he killed me, he could not alter that. And whether I lived or died 
mattered nothing now. I hoped he would quarrel with me. “To be 
married in three days.” Marriages are not made with the dead, my 
lord Duke, I thought, and laughed again. 


“If he wants to quarrel he will find me ready enough,” I said, 
boastfully and noisily; but before I entered the house I had put a 
restraint upon myself and wore my usual reserve, covering up that 
mad, wild, whirling passion that was heating every vein in my body. 
I soon saw, too, there was a cause to be wary. 


“His friends are in strong force here,” muttered Spernow, as together 
we entered the room and were greeted by our host, a man named 
Metzler, who led us forward chatting pleasantly about nothing. 


There were about a dozen of us in all in the room, and the first 
glance showed me that it was intended to be a wet, wild night. 
Three or four of the men I knew to be dare-devil scapegraces, hard 


drinkers and harder players even for that city of hard drinking and 
high gambling, and it was easy to see by their faces that some of 
them had made haste to begin, for they were already flushed and 
excited. It was the kind of party where an empty glass was 
considered a sign of discourtesy to the host. 


The Duke was gambling, but saw me enter, and when I approached 
him gave me no more than a surly nod in place of his customary 
rather effusive greeting. I augured well from this, but was careful to 
be particularly courteous. 


In a few minutes Spernow and I were seated at a table playing some 
silly card game or other for fairly high stakes. I felt no interest in it, 
and cared not one jot whether I won or lost. I staked moderately 
and drank very sparingly, finding my amusement in watching the 
flushed eagerness of the men about me; the noisy laughter when 
they won, and the muttered oaths when fortune went against them. 


I glanced now and again at the other tables, and I noticed that the 
Duke was in much the same mood as myself, and twice caught him 
scowling angrily and darkly at me. Each time I laughed in my heart 
and smiled pleasantly with my lips. 


“Fortune with you, Duke?” I cried the second time. 


“My turn is coming,” he answered, with an expression that in a dog 
or a wolf you would call a snarl. 


“Well, don’t be afraid to back it when it does come. I’m winning,” I 
said with another smile, as though cards were the one absorbing 
thought in my head just then. But he seemed to put his own 
interpretation on my words, for he answered in a surly tone: 


“Ah! your luck may change;” and he turned to his game again. 


After an hour or two a halt was called for supper, and I observed 
that the Duke scrupulously avoided me. I noticed, too, that he had 
begun to drink much more freely, and while I chatted with the men 
about me I kept a close watch upon all that he did. 


As soon as supper was finished the glasses were refilled and the 
gambling began again. 
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“Thank Heaven that’s over; now we can settle down to business,’ 
said one of the men near me, who had been a high player and a 
heavy loser; and that voiced the thoughts of most men in the room. 


An hour later I noticed that Spernow was infected with the mania for 
high play. He was staking large amounts, which I knew he could not 
afford to lose, and he was losing them. I gave him a warning look or 
two, but he would pay no heed; and to create a diversion I declared 
that I had played enough. It was all to no purpose, however. It did 
not check him, and it irritated the men about us. 


For that I cared nothing, but it brought the crisis for which I had 
been waiting. The men were urging me to continue, and I was 
refusing, when I heard the Duke say to a man at his table, in a voice 
intentionally loud enough to be heard by all: 


“Nothing like cards to test a man’s pluck;” and he accompanied the 
words with a sneer and a shrug of the shoulders. 


I would not take the words to myself, though I knew, as did the rest, 
that they were flung at me. 


“I would rather not play again,” I said to those about me. 


“I don't suppose we are to stop, gentlemen, to please one man’s 
caprice—or cowardice, or whatever you call it,” said the Duke 
insolently. 


“You will not mind if we resume, Count?” said our host, nervously, 
trying to fill the awkward pause that followed the words. 


“Not in the least,” I answered, pleasantly, for all the anger that 
began to stir in me. “I will look on.” 


“No, no, Metzler,” cried the Duke noisily. “I object to that. Lookers-on 
can see too much and can make use of their knowledge. If Count 
Benderoff is too careful of his money to play, you should ask him to 
retire.” 


“That is the third unpleasant thing you have said about me in as 
many minutes,” I said, turning pointedly to him, but speaking coolly. 


“Is it?” and he laughed insolently. “Well, you’re doing a deuced 
unpleasant thing, and I suppose I may express my opinion.” This 
time two of the other men sniggered. 


“I have merely expressed a wish to play no more.” 


“And you do it with an air of a highly virtuous priest with a mission 
to teach us how to behave ourselves. We don’t want you Englishmen 
or Roumanians, or whatever you please to call yourself, coming here 
to set up any canting standard of morals. We can look after 
ourselves,” he sneered, his face flushed and his eyes glittering 
angrily. 


The situation was fast growing serious, and every man stopped to 
watch us two. 


“I have done nothing of the kind, as you and these gentlemen know 
quite well. It seems that you wish to insult me wantonly.” 


“Do you mean to say that I don’t speak the truth, Count Benderoff?” 
he cried, rising and coming towards me. 
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“Gentlemen, this has surely gone far enough,” said Metzler, his face 
pale, as he put himself between us hurriedly. “The Count has only 
expressed a desire not to play any longer, and, of course, in my 


house I should not think of urging him;” and he glanced at the rest, 
as if asking them to interfere. 


“Our host's views are my answer to you,” I said. 
But the Duke was bent on the quarrel. 


“A very discreet shield,” he sneered, and then his passion broke out. 
“What I said I maintain,” he continued furiously. “You have tried 
deliberately to break up the party with your infernally domineering 
interference. I have had far too much of your interference, not only 
here but elsewhere. I'll have no more of it. Who are you, to come 
thrusting yourself into concerns that are nothing to you? If you don’t 
like our company, leave it; and if you don’t like the country, leave 
that too. And the sooner the better. This is no garbage-heap for 
either renegade Roumanians or cowardly English to be carted here;” 
and he laughed in my face. 


My blood boiled at his words, but I meant the quarrel to go even 
farther yet, and after a pause of dead silence I answered, clipping 
my words short: 


“Rather a hunting-ground where a fortune may be picked up by any 
drunken, bankrupt Russian duke, infamous enough to stoop to any 
cowardly baseness.” 


He could scarce restrain himself to hear me out before he flung 
himself at me in wild, desperate rage. 


I caught his arm in my left hand as it was raised, and flinging out my 
right with all my strength I struck him a violent blow on the mouth 
and knocked him down. 


In another moment the men had thrown themselves between us, 
holding him as he struggled to his feet and drew his sword, striving 
to get at me and cursing wildly. 


I was as cool now outwardly as if nothing had happened, and in my 
heart a feeling of almost wild exultation throbbed and rushed. 
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